CONTRACT REVIEW SHEET 



Person Sending: Billy Wasson 


Department Name: Courthouse Square 


Date Sent: 4/1/99 



The attached: 

Contract 



(CIRCLE OJJ 

Amendment # 1 



Grant 



Lease 



INCOMING FUNDS? TES NO (CIRCLE ONE) 

If incoming funds you must attach a Revenue Management Sheet 



Contractors 
Name: 


Pence/Kelly Construction, Inc. 


Date From: 3/5/99 


Date To: 10/99 


Amount of Contract or Amendment: $2530.00 


If an Amendment, New Contract Total = $18462014.00 


Certificates of 

Insurance 

Attached: 


Liability 

(circle one) 

(Ye£> No 


Workers Comp 

(circle one) 

<^ej) No 


If no insurance attached,why not? 
ON FILE 



RFP: Competitive Bid: >( Renewal: 



Process taken to select contractor: 

Verbal quote: Written quote:_ 

(Attach copy for reference) 
Description of Contract Services: 

Additional Services to provide underground storage tank removal, of tank found on March 15, 1999 located 
at mid-west block. Work to be performed on a not to exceed basis. 



For Risk Managemeht: Use; 



Date Risk Received: 



Date Scheduled on BOC Agenda 



Authorization for Health Administration to 
sign on behalf of BOC: 



Additional Comments: 



yes f no 



Staff Review Signages: 




Risk 



;ement ' date' 



Legal Counsel 



date 



2w 



Review. CON 5/9 8 



AMENDMENT # 1 



TO 

CONTRACT FOR SERVICES 



The Contract for Services between Marion County and Pence/Kelly Construction, Inc. dated 
February 17, 1999, is amended as follows: fZ" ""Vb ^f-csu^i- & -2^^ 

To provide underground storage tank removal, of tank found on March 15, 1999 located at mid- 
west block. Work to be performed on a not to exceed basis. 

All other provisions of the original agreement remain unchanged and in effect. 

Signed this 1 st day of February, 1999. 



Pence/KelW Construction, Inc. 
Signature:\\2)^ J -L 0> 



Marion County 



Name: 

Title: J&V 

Date: 4/1 

Tax ID# 




Billy Wasfcon 



Salem Area Transit District 



Approved as to Form: 
Contracts Coordinator- 

Date H/l fj ^z/Ziffq 



Johji ^/hittington 
Legal Counsel 

\J^-< Shy^n- — 

Dat e a. Avw. m<i 




Marion County Board of Commissioners 



Date 



Date 



Commissioner 



Date 
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SECURITY AGREEMENT 
DATE: Sf/* / . 1999 

PARTIES: Pence/Kelly Construction, Inc. ("Debtor") 

2747 Pence Loop SE 
Salem, OR 97302 

AND: Marion County ("Secured Party' 1 ) 

100 High St NE 
Salem, OR 97301 

and 

Salem Area Mass Transit District 
3140 Del Webb AveNE 
Salem, OR 97303-4165 

RECITALS: 

A . Debtor, as contractor, has entered into a construction contract dated February 17, 
1999 with Secured Party, as owner, to construct improvements on certain real property described 
therein. 

B. Under the terms of the construction contract, Secured Party has the right to 
withhold retainage from progress payments. Debtor has requested that Secured Party accept 
securities in lieu of retainage pursuant to ORS 279.420(3), 

C - Secured Party believes that because of the federal funding of the construction, ORS 
279.420 is inapplicable, but is willing to accept securities in lieu of retainage in order to avoid the 
cost, delay and uncertainty of litigation- 

D • NO W, THEREFORE, in order to secure payment of retainage, in the manner 
contemplated by ORS 279-420, the parties hereby agree as follows: 

SECTION 1. DEFINITIONS 

1 . 1 Whenever the following terms are used in this Agreement, they are defined as 
follows: 

(1) Code means the Uniform Commercial Code of the state of Oregon as amended from 
time to time. 

(2) Collateral means all of Debtor's rights to and under that certain securities account, 
and the securities held in such account, whether now owned or existing or hereafter acquired or 
arising or in which Debtor now has or hereafter acquires any rights, in the name of "Marion 
County and Salem Area Mass Transit District Secured Party, f/b/o Pence/Kelly Construction, Inc." 
at Salomon Smith Barney, lnc M and its successors in interest, ("Account holder"), account number 

52^ fl- ^a2L^y-/-/.VgR5 logether with all products, proceeds, rents, and profits. 
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(3) Disclosure Schedule means the attached Disclosure Schedule as amended from time 
to time with Secured Party's consent. 

(4) Event of Default means any of the events listed in Section 6 of this Agreement. 

(5) Lien means any mortgage, pledge, lien, claim> charge, encumbrance, security 
interest, conditional-sale agreement, capital lease, or other title-retention agreement against or with 
respect to any of Debtor's property or interest in property. 

(6) Material Adverse Effect means a material adverse effect on (a) Debtors financial 
condition, business, assets, or ability to pay the Obligations, or (b) Secured Party's rights in the 
Collateral or the priority of those rights. 

(7) Obligations means the Debtor's obligations under the construction contract with 
respect to which Secured Party would have the right to withhold retainage under the construction 
contract, and all of Debtor's obligations under this Agreement. 

(8) Person means any individual, sole proprietorship, partnership, joint venture, trust, 
unincorporated organization, association, corporation, institution, entity, party, or government or 
political subdivision or agency of them. 

1.2 All terms in this Agreement that are not defined in it will, unless the context 
indicates otherwise, have the meanings provided for by the Code to the extent that those terms are 
defined in the Code: 

SECTION 2. GRANT OF SECURITY 

As security for the full and prompt payment, in cash, and performance of all the 
Obligations, Debtor hereby grants to Secured Party a security interest in all of the Collateral 

SECTION 3, PERFECTION OF SECURITY INTEREST; DUTY OF CARE 

Debtor will perform all steps requested by Secured Party to perfect, maintain, and protect 
Secured Party's security interest in the Collateral. Debtor and Secured Party will enter into an 
account control agreement with the account holder, in a form reasonably acceptable to Secured 
Party and providing sufficient control over the account as necessary to perfect priority of the 
security interest pursuant to ORS 79.1 150 and 78.1060 over the interests all other Persons- 
Debtor agrees to execute and file financing statements, and do whatever may be necessary under 
the applicable Uniform Commercial Code in the state where the Collateral is located, to perfect and 
continue the Secured Party's interest in the Collateral, all at Debtor's expense. Secured Party has 
no duty of care with respect to the Collateral. 

SECTION 4. WARRANTIES AND REPRESENTATIONS 

Except as set forth on the Disclosure Schedule, Debtor warrants and represents as follows; 

4 . 1 Debtor is a corporation duly organized, validly existing, and in good standing under 
the laws of the state of Oregon and is duly qualified as a foreign corporation and in good standing 
in each jurisdiction where such qualification is required, except when the failure to qualify would 
not reasonably be expected to have a Material Adverse Effect; 
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4 . 2 This Agreement is the legal, valid, and binding obligation of Debtor enforceable 
against Debtor in accordance with its tenns; 

4.3 Debtor is not and has not during the preceding five years been known as or used 
any other corporate or fictitious name; and 

4 . 4 Debtor has good, indefeasible, and merchantable title to and ownership of the 
Collateral, free and clear of all Liens. 

SECTION 5. COVENANTS 

Until the Obligations are fully paid (in cash), performed, and satisfied and this Agreement 
is terminated, Debtor covenants that, at its expense, it will: 

5 . 1 Maintain the value of all Collateral in an amount equal to not less than the amount of 
retainage that, but for this Agreement, Secured Party would be entitled to withhold under the 
construction contract; 

5.2 At Secured Party's request, Debtor will execute and deliver all instruments 
necessary for Secured Party to obtain information concerning the Collateral from the account 
holder or others having custody of or maintaining records of Debtor relating to the Collateral; 

5 . 3 Not sell or otherwise transfer or dispose of any interest in the Collateral without the 
written consent of Secured Party. 

5 - 4 Maintain Debtor's corporate existence and maintain its qualification and good 
standing in all jurisdictions in which such qualification and good standing are required, except in 
those jurisdictions where the failure to qualify and be in good standing will not have a Material 
Adverse Effect; and 

5 . 5 Keep the Collateral free and clear of all Liens and pay when due all taxes, 
assessments, and governmental or other charges levied, assessed, or imposed on or with respect to 
the Collateral or any part of it. 

SECTION 6. EVENTS OF DEFAULT 

6 - 1 Each of the following events, whether or not caused by or within the control of 
Debtor, will constitute an Event of Default under this Agreement: 

(1) Debtor fails to pay or perform when due any of the Obligations; 

(2) Debtor commits any breach of any of its obligations under this Agreement; 

(3) Any representation or warranty made by Debtor in this Agreement is, or becomes, 
untrue or misleading in any material respect; 

(4) Debtor fails to pay, becomes insolvent or unable to pay, or admits in writing its 
inability to pay, its debts as they become due, calls a meeting of creditors for the composition of 
debts, or makes any assignment for the benefit of creditors; 
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(5) A case or proceeding with respect to Debtor is commenced under any applicable 
bankruptcy, insolvency, reorganization, receivership, or readjustment-of-debt law or other similar 
law, or Debtor's board of directors (or any committee of the board) adopts any resolution or 
otherwise authorizes action to approve any of the foregoing; or an order for the appointment of a 
receiver, liquidator, sequestrator, trustee, custodian, or other officer having similar powers over 
Debtor, any of the Collateral, or a substantia! part of Debtor's properly is entered; or a warrant of 
attachment, execution, or similar process against any of the Collateral or any substantial part of 
Debtor's property is issued; 

(6) The occurrence of any seizure, vesting, or intervention by or under the authority of 
a government by which Debtor's management is displaced or its authority in the conduct of its 
business is materially curtailed; 

(7) Any judgment, order, or writ in excess of $200,000.00 is rendered or entered 
against Debtor and not paid, satisfied, or otherwise discharged within 20 days of the date such 
judgment, order, or writ becomes final and nonappealable, except any judgment for which Debtor 
is fully insured and with respect to which the insurer has admitted in writing its liability for the full 
amount or except if the enforcement of such judgment, order, or writ has been stayed or Debtor's 
liability on it has been bonded in a manner and on terms reasonably satisfactory to Secured Parly; 

(8) A notice of lien, levy, or assessment is filed or recorded with respect to any of the 
Collateral by any governmental agency, or any taxes or debts owing at any time hereafter to any 
government agency becomes a Lien on any Collateral; 

(9) Debtor voluntarily dissolves or ceases to exist, or any final and nonappealable order 
or judgment is entered against Debtor decreeing its dissolution; 

(10) There occurs, or can reasonably be expected to occur with the passage of time, any 
circumstance that may reasonably be expected to have a Material Adverse Effect; or 

(11) A material breach under any agreement, document, or instrument material to 
Debtors business or condition occurs and such breach continues for more than 10 days. 

6 .2 Each Event of Default under this Agreement will be deemed continuing until it is 
waived in writing by, or cured to the written satisfaction of, Secured Party. 

SECTION 7. SECURED PARTY'S RIGHTS AND REMEDIES 

7.1 On the occurrence of an Event of Default, Secured Party (1) may immediately 
commence withholding retainage as provided in the construction contract and ORS 279,420(l)(a); 
and (2) in addition to any other rights and remedies contained in this Agreement, has all of the 
rights and remedies of a secured party under the Code and all other applicable law, all of which 
rights and remedies will be cumulative and nonexclusive to the extent permitted by law. 

7 . 2 Following the occurrence of any Event of Default, Secured Party (1) may, in its 
discretion and without affecting or impairing its right to take any other further action with respect to 
any Collateral, exchange, enforce, waive, or release any of the Collateral; and (2) with respect to 
any securities accounts, will have all rights and powers to sell or assign any account or securities 
held in any account on such terms, for such amount, and at such time or times as Secured Party 
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deems advisable, and the proceeds shall be paid to Secured Party. Any sale, lease, or other 
disposition by Secured Party of the Collateral, or any part of it, may be for cash or other value. 
Debtor will execute and deliver, or cause to be executed and delivered, such instruments, 
documents, assignments, deeds, waivers, certificates, and affidavits and take such further action as 
Secured Party reasonably requires in connection with such sale, and Debtor hereby constitutes 
Secured Party as its attorney in fact to execute any such instrument, document, assignment, deed, 
waiver, certificate, or affidavit on behalf of Debtor and in its name. 

7 . 3 Secured Party shall be entitled to hold the Collateral, or the proceeds of the 
Collateral, in its own name and for its own account, as retainage under the construction contract, in 
the manner described in ORS 279.420(l)(a). Secured Party shall have no obligation to dispose of 
any of the Collateral, and shall in no event be deemed to have accepted the Collateral in satisfaction 
of Debtor's Obligations. 

7 . 4 With respect to any Collateral which is comprised of securities customarily sold on 
a recognized market, Secured Party shall not be obligated to give Debtor any notice of sale or other 
intended disposition. With respect to any other kind of Collateral, any notice given by Secured 
Party pursuant to Section 10.6 and deemed received by Debtor pursuant to Section 10.6 at least 
five days before a sale, lease, disposition, or other intended action by Secured Party with respect to 
any of the Collateral will constitute fair and reasonable notice to Debtor of any such action. A 
public sale in the following fashion will be conclusively presumed to be reasonable: (1) the sale is 
held in Marion County; (2) the sale is conducted by auction, but it need not be by a professional 
auctioneer; and (3) any Collateral is sold as is and without any preparation for sale, 

7 ♦ 5 Secured Party will have no obligation to (1) preserve any rights to the Collateral 
against any Person, (2) make any demand on or pursue or exhaust any rights or remedies against 
Debtor or others with respect to payment of the Obligations, (3) pursue or exhaust any rights or 
remedies with respect to any of the Collateral or any other security for the Obligations, or (4) 
marshal any assets in favor of Debtor or any other Person against or in payment of any or all of the 
Obligations. To the extent that Debtor makes a payment to Secured Party or Secured Party enforces 
any security interest and such payment or the proceeds of such enforcement or any part of it are 
subsequently invalidated, declared to be fraudulent or preferential, set aside or required to be repaid 
to a trustee, receiver, or any other party under any law or equitable cause, then, to the extent of 
such recovery, the Obligations or part of them originally intended to be satisfied will be revived 
and continued in full force and effect with all Collateral as security for it, as if such payment had 
not been made or such enforcement or setoff had not occurred. 

7 • 6 Secured Party may discharge any Lien or bond the same, pay any charges, or 
obtain any record and pay any taxes, assessments, and governmental charges levied or assessed or 
imposed on or with respect to the Collateral that Debtor fails to pay. Debtor will reimburse 
Secured Party for all costs and expenses incurred by Secured Party in exercising its rights or 
remedies under this Agreement, including court costs and costs of sale. 

SECTION 8. WAIVERS 

All of Secured Party's rights wiih respect to the Collateral will continue unimpaired, and 
Debtor will be and wilt remain obligated in accordance with the terms of this Agreement, 
notwithstanding (1) any release or substitution of Collateral or other security for the Obligations (2) 
any failure to perfect Secured Party's interest in the Collateral or other security, or (3) any delay, 
extension of time, renewal, compromise, or other indulgence granted by Secured Party in reference 
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to any Obligations. Debtor waives all notice of any such delay, extension, release, substitution, 
renewal, compromise, or other indulgence, and consents to be bound by it as fully and effectively 
as if Debtor had expressly agreed to it in advance. Secured Party ! s failure to exercise, or delay in 
exercising, any right, remedy, or option under this Agreement will not operate as a waiver by 
Secured Party of its right to exercise any such right, remedy, or option. No waiver by Secured 
Party will be effective unless it is in writing and then only to Lhe extent specifically stated. Secured 
Party's rights and remedies will be cumulative and not exclusive of any other right or remedy that 
Secured Party may have. 

SECTION 9. APPLICABLE LAW 

This Agreement will be interpreted and the rights and liabilities of the parties to it will be 
determined in accordance with the local law of the state of Oregon, excluding any conflicts of law 
rule or principle (other than ORS 79.1030) that might otherwise refer construction or interpretation 
of this Agreement to the substantive law of another jurisdiction. 

SECTION 10. MISCELLANEOUS 

10.1 This Agreement may be executed in any number of counterparts, each of which will 
be deemed to be an original and will be binding on both parties, 

10.2 All of Debtor's representations and warranties contained in this Agreement are true 
at this time, will survive the execution and delivery of this Agreement, and will remain true until 
the Obligations are fully performed, paid, and satisfied, 

10.3 This Agreement will inure to the benefit of and be binding on the successors and 
assigns of each of the parties to it. 

10.4 Debtor will pay Secured Party on demand, together with interest at a per annum rate 
equal to 400 basis points plus the rate announced from time to time by U.S. National Bank of 
Oregon, or its successors, as its "prime rate," all amounts payable by Debtor under this 
Agreement, including, without limitation, the amounts described in Sections 7.6 and 10.5, 

10.5 Debtor will indemnify and hold Secured Party and its employees, officers, 
directors, shareholders, agents, and attorneys ("Indemnitees") harmless from, and reimburse 
Indemnitees for, (1) all Attorney Fees and (2) all costs, fees, expenses, and liabilities incurred by 
Indemnitees or for which Indemnitees become obligated, without limit and without regard to cause 
(including preexisting conditions) or the negligence of any party, including, but not limited to, any 
negligent act or omission of Secured Party, but expressly excluding Secured Party's gross 
negligence or willful misconduct, in connection with or arising out of the exercise by Secured 
Party of any of its rights with respect to the Collateral and the Obligations, including, without 
limitation, protecting its interests in any bankruptcy proceeding involving Debtor, The foregoing 
indemnity will remain operative and in full force and effect regardless of the expiration of this 
Agreement, the repayment of the other Obligations, or any investigation made by or on behalf of 
Secured Party or the Debtor. As used in this Agreement, "Attorney Fees" means the reasonable 
fees (and related costs and expenses) for the services of the attorneys (and all paralegals and other 
staff employed by such attorneys) employed by Secured Party from time lo time (1) in connection 
with or arising out of any bankruptcy proceeding, receivership proceeding, or similar proceeding 
involving Debtor; (2) to commence, defend, participate in, or intervene in any court proceeding 
(whether at the trial level or the appellate level) or arbitration proceeding relating to this Agreement, 
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the Collateral, the Obligations, or the relationship between Debtor and Secured Party; and (3) to 
protect, collect, lease, sell, take possession of, or liquidate any of the Collateral, to enforce or to 
attempt to enforce any of Secured Party's rights under this Agreement and to give any advice with 
respect to such enforcement; however, this definition does not include any attorney fees incurred 
by Secured Party in any court proceeding (other than a proceeding under or related to 1 1 USC 
§101 et seq.) if (a) such fees were incurred in an action by either Secured Party or Debtor against 
the other and (b) Debtor is the prevailing parly in the action. 

10.6 Any notice or notification required, permitted, or contemplated under this 
Agreement must be in writing, must be addressed to the party to be notified at the address set forth 
above or at such other address as each party may designate for itself from time to lime by notice 
hereunder, and wilt be deemed to have been validly served, given, or delivered (1) five business 
days after deposit in the United States mails, with first-class postage prepaid, (2) the next business 
day after such notice was delivered to a regularly scheduled overnight delivery carrier or (3) on 
receipt of notice given by telecopy, mailgram, telegram, telex, or personal delivery to Lhe party. 

10*7 Whenever possible, each provision of this Agreement will be interpreted in a 
manner as to be effective and valid under applicable law, but if any provision of this Agreement is 
prohibited by or invalid under applicable law, that provision will be ineffective to the extent of the 
prohibition or invalidity, without invalidating the remainder of the provision or the remaining 
provisions of this Agreement. 

10.8 This Agreement cannot be changed orally or by the conduct of the parties. Any 
amendment, modification, or change may be made only by a writing signed by the party against 
whom enforcement is sought, 

10.9 All Secured Party's rights and remedies, whether evidenced in this Agreement or by 
any other writing, shall be cumulative and may be exercised singularly or concurrently. Election 
by Secured Party to pursue any remedy shall not exclude pursuit of any other remedy, and an 
election to make expenditures or take action to perform an obligation of Debtor under this security 
agreement after failure of Debtor to perform shall not affect Secured Party's right to declare a 
default and exercise its remedies under Section 7. 

1 . 1 In the event this Agreement is placed in the hands of an attorney for enforcement, 
the party in default agrees to pay the reasonable costs and expenses of enforcing this Agreement, 
including reasonable attorneys' fees. In the event a suit or action is filed to enforce this Agreement 
or to construe or interpret this Agreement, the prevailing party shall be entitled to recover the 
reasonable costs and expenses of the suit or action, at trial or upon appeal, including reasonable 
Attorneys' Fees. In the event suit or action is instituted in a Bankruptcy Court to enforce or 
inteipret any of the terms of this Agreement, to seek relief from an automatic stay, to obtain 
adequate protection, to determine dischargeability of any debts, or to otherwise assert the interest 
of the creditor in a bankruptcy proceeding, the debtor shall pay the reasonable costs and expenses 
incurred by the creditor including reasonable Attorneys' Fees. 

10.11 Secured Party shall not be deemed to have waived any rights under this Agreement 
or any other writing signed by Debtor unless such waiver be in writing and signed by Secured 
Party. No delay or omission on the part of Secured Party shall operate as a waiver of such right or 
any other right. A waiver by any party of a breach of a provision of this Agreement shall not 
constitute a waiver or prejudice the party's right otherwise to demand strict compliance with that 
provision or any other provision. 
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1 . 1 2 In this Agreement, the singular shall include the plural and the plural shall include 
the singular. Any indication of gender of a party in this Agreement shall be modified, as required, 
to fit the gender of the parly in question- The headings used in this Agreement are solely for 
convenient reference, are not part of this Agreement, and are not to be considered in construing or 
interpreting this Agreement. 

1 0.1 2 If in any judicial proceeding a court shall refuse to enforce any of the provisions of 
this Agreement, any unenforceable provision shall be construed or modified to the extent necessary 
to make such provision enforceable or, only if such construction or modification is not possible, 
the unenforceable provision shall be deemed eliminated from this Agreement for the purpose of 
such proceeding to the extent necessary to permit the remainder of the Agreement to be enforced in 
such proceeding. 

10.13 This Agreement is the entire agreement between the parties pertaining to its subject 
matter, and it supersedes all prior agreements, representations, and understandings of the parties. 
There are no agreements, representations or warranties except as set forth in this Agreement. No 
supplement, modification, or amendment of this Agreement shall be binding unless executed in 
writing by all the parties. 

Pence/Kelly Construction^Im^ /Jl/y Marion County 




Salem Area Mass Transit District 



By: ^ttrTTnOfaPrt 
Title: ffrcrjccr cQCVtoH*Tog_ 
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Am ^ r £&S8^h,COKTRDL AGREEMENT 
Salomon Smith Barney Inc. Account Number 



Note; This agreement is subject to the review and acceptance by Salomon 

Smith Barney he. 

TO: Salomon Smith Barney Inc. ("Salomon Smith Barney"), Security Iniennef '/axy 

DATE: 



August 12, 1999 



Gentlemen: 



The undersigned pence/kelly conduction (hereinafter "Pledgor") and mariox county and 
5ALSM MASS TWJfKft (hereinafter hedges*) entered into an agreement dated 3//i. / 9 9 > 
("Security Agreement") pursuant to which a security interest in all present and future assets 
(hereinafter defined) in the Account (hereinafter defined) of the Pledgor are granted by the Pledgor 
to the Pledgee (the "Pledge"). In ennnseffon therewith, the Pledgor hereby instructs you to: 

1. establish a cash securing 

"mamon cowtty and Salem mass tbajcstt Secured Party, fiVo 
FtSCEASEULY CONSTRUCTION" (the "Account"); 

2. place the assets, including all financial assets, securities, entitlements 
and ail other assets' now or hereinafter received in such Account, 
(together .the "Assets 19 ) including without limitation those assets 

• listed in Exhibit A attached hereto and made a part hereof) into the 
Account The Assets are pledged according to the terms of the 
Security Agreement As long aa the Assets are pledged to Pledgee, 
Salomon Smith Barney will not invade the Assets 'to covet margin 
debits or calls in any other accounts of the Pledgor; SaTntnrm Smith 
Barney agrees that, except for liens resulting from commissions, 
fees, or charges based upon transactions in the Account pursuant to 
its Client Agreement with Pledgor, it subordinates in favor of 
Pledgee any security interest, lien or right of setoff Salomon 'Smith 
Barney may have, acknowledges that neither it, its subsidiaries or its 
affiliates has or will assert a lien on the Assets* has not received 
notice of any other security interest in such Assets. In the event any 
such notice is received, Salomon Smith Barney will promptly notify 
Pledgee. Pledgor herein represents that the Assets are free and clear 
, of any lien or encumbrances, and agree* that, with the exception of 
the security interest granted herein, no further or additional liens or 
encumbrances will be placed on the Assets without the express 
written consent of both Pledgee and Salomon Smith Barney. 



Salomon smith w&ei inc. we Grw*^ sur*. is* to*, nt 1001a n^ia-oxo 



0C &W J^JhJMf £« PURCHASING FAI NO. 9150373*379 



3 . maintain the Asaets pledged as described in Exhibit A attached hereto, 
or the proceeds from the sale of such Assets, together with any income 
derived therefrom, except that Pledgee and Pledgor acknowledge and 
agree that Salomon Smhh Barney shall not be held responsible for any 
market decline in the value of the Asset* or to notify Pledgee or 
Pledgor of any such decline ia the market value of the Assets or to take 

■ any action with regard to such Assets except upon the specific written 
directions stated herein; 

4. provide to Pledgee, with a duplicate copy to Pledgor, a monthly 
statement of Assets and a confirmation statement of each transaction 
effected in the Account after such transaction is effected 

The Plodgor and Pledgee consent and agree that the only instructions that shall be given to Salomon 
Smith Barney in regard to or in connection with the Account shall be given by an Authorized Officer of 
Pledge*, except thai the Pledgor may give instructions to enter into purchase or sale transactions in the 
Account Pledgor shall not instruct Salomon Smith Bameyto deliver and. except as may be required 
by law ox by Court Order, Salomon Smith Barney shall not deliver cash and/or securities, or proceeds 
from the saie of, or distributions on, such securities out of the Account to the Pledgor or to any other, 
person or entity. Upon written notice by en Authorized Officer of Pledgee, Salomon Smith Barney 
shall comply with the entitlement orders and instructions of Pledgee without the consent of Pledgor or 
any other p xson (it being understood and agreed that Salomon Smith Banisy shall have no duty or 
obligation whatsoever of any kind or character to have knowledge of the terms of the Security 
Agreement or to determine whether or not an event of default exists). Pledgor and Pledgee hereby 
agree to indemnify and hold harmless Salomon Smith Barney, its affiliates, officers and employees 
from and against any and all claims, causes of action, liabilities, lawsuits, demands and/or damage ^ 
including, without limitation, any and all court costs and reasonable attorney's fees, that may result by 
reason, of Salomon Smith Barney complying with such instructions of Pledgee, In the event that 
Salomon Smith Barney Is sued or becomes involved in litigation as a result of complying .with the 
above staled written instructions, Pledgor and Pledgee agree that Salomon Smith Barney shall be 
entitled to charge, all the costs and fees H incurs in connection whh such litigation to the Assets in the 
Account and to withdraw such sums as the costs and charges accrue. - 

The Authorized Officer of, Pledgee who shall give oral instruction* hereunder shall confirm the same 
in writing to Salomon Smith Bamay within five (5) days after such oral Instructions are given- So long 
as this agreement remains in effect, Pledgee shall be entitled to receive duplicates of any and all notices 
and statements of account that the Pledgor of such Account is entitled to reorive. 

For the purpose of this Agreement, the term "Authorized Officer of Pledgor" shall refur in the 
singular to curt PENCE (who is, on the date hereof, President of the Pledgor) and V.'-tfhorized 
Officer of Pledgee" shall refer in the singular to "To*v\ W^l-^Ar^^ (whois.onthe 
date hereof, ^s.ne>i <>*z<\l*.<; fiw^rof the Pledgee). If thfi Plodgor or Pledgee is a natural 
person then such term shall mean the Pledgor or. Pledgee respectively and, if more than oris natural 
person Is the Pledgor or Pledgee, such natural persons may act severally. In the erveni that either 
Pledgor or Pledge* shall find it advisable to designate a replacement of cny of its Authorized 
Officers, written notice of any such re pla c emen t shall be given to Salomon Smith Barney. . 
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Except with* respect to the obligations and dutios aa set forth herein, this Agreement shall not 
impose or create any obligations or duties upon Salomon Smith Barney greater than or in addition 
to the customary end usual obligations and duties of Salomon Smith Barney to Pledgor. 

This Agreement shall be binding upon and inure to the benefit of the heirs, .successors and assigns 
of the respective parties hereto and shall be construed in accordance with the laws of the State of 
New York without regard to its conflict of law principles and the rights and remedies of the parties 
shall bo d&. ;rmined in accordance with such laws. 

Salomon Smith Barney will treat all property at any time held by Salomon Smith Barney in the 
Account as financial Assets. Salomon Smith Barney acknowledges that this Agreement constitutes 
written notific ati on to Salomon Smith Barney, pursuant to Articles 3 and 9 of the Uniform 
Commercial' Code of the State of New York and any applicable federal regulations for the Federal 
Reserve Book Entry System, of the Pledgee's security interest in the Asset*. The Pledgor, Pledgee 
and Salomon Smith Barney also ate entering into this Agreement to provide for the Pledgee's 
control of the Assets and to perfect, and confirm the first and exclusive priority of the Pledgee's 
security interest in the Assets. Salomon Smith Barney agrees to promptly make and thereafter 
nynWm &ii necessary entries or notations in its books and records to reflect the Pledgee's security 
interest in 'the Assets. 

If any term or provision of this Agr e ement is determined to be Invalid or unenforceable, the 
remainder of this Agreement shall be construed in all respects as if the invalid or unei&iceable 
term or prevision were omitted, This Agreement may not be altered or amended in any manner 
without the express written consent of Pledgor! Pledgee and Salomon Smith Barney. This 
Agreement may be executed in any mrni,ber of counterparts, all of which shall conr:ltute one 
original agreement 

This Agreement may be terminated by Salomon Smith Barney upon 30 days written notice to 
Pledgor and Pledgee. Upon expiration of such 30 day period, Salomon Smith Barney shall be 
under no further obligation except to hold the pledged Assets in accordance with the terms of this 
Agreement, pending receipt of written instructions fom Pledgor and Pledgee, jointly regarding the 
further disposition of the pledged Assets. 

Hie Pledgor and Pledgee actaaowiedge that this Agreement supplements the Pledgor's existing 
Client Agreements) with Salomon Smith Barney and, except as expressly provided herein, in no 
way is this Agreement intended to abridge any rights that Salomon Smith Barney might otherwise 
have. 
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IS WITNESS WHEREOF* Pledgor and Fledge* beve c*U5*d thii Agrccxnait to be executed by 
tWr duly auihoiiaed offican all as of tiw day Art above written* 



PLEDGOR 

PIKCMOOLY CONSTRUCTION 

B y Cur > P>ncq 




Titl e President 
Signiture 
Date 8//2./91 



PLEDGEE 
MARION COUNTY 



Date ^Hffi 



Salem Area Mass Transit District 
Title fp^T" gog^-ioa. 



Signature 



Dat e j/jfo 




SALOMON SMITH BARNEY INC 




SEP 1 ? 1339 

Data 



